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EDITORIAL
When casting about for means to meet 
the constantly swelling volume of na­
tional and state expenditure every pos­
sible scheme of taxation receives consideration. For the past 
three or four years there has been a great deal of talk about the 
desirability of spreading the tax levies so that every one would be 
compelled to contribute according to his several ability; and the 
one plan which has seemed most feasible, in the face of political 
opposition to any form of taxation which would touch the major­
ity of voters, has been a tax upon sales. On the surface there 
seems to be everything to recommend it. Everyone buys some­
thing, and a tax upon sales, therefore, is supposed to reach every­
one according to his purchasing power. Many eminent econo­
mists have advocated a national sales tax, and there has been al­
most a consensus of opinion that if congress could be induced to 
pass a law providing for such a tax all our difficulties would be 
overcome, our debts would be paid and everybody would feel a 
little of the pain of paying. So far, the federal congress, with its 
eye ever open to the effect upon the proletariat, has refused to 
adopt this plan. Many states, however, have enacted sales-tax 
laws, the experiment has been given a fair and extensive trial and 
it is now possible to form some opinion of the efficacy of this kind 
of taxation. It seems that it should be reasonably easy to devise 
a method of taxing sales which would not work a hardship greater 
than necessary and would at the same time produce enormous
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revenues. In many states where the experiment has been given 
a trial it is definitely understood that the proceeds of the sales tax 
shall be devoted to the payment of the dole. This appears to 
have many advantages. It impresses upon everyone who pays 
the tax the fact that a large percentage of the population is doing 
no work whatever and may not desire to work; and the knowledge 
that every cent paid in the form of sales tax is in reality a con­
tribution to the maintenance of some less active person is supposed 
to create a sentiment inimical to the needless continuation of re­
lief to the idle. The amounts paid on each purchase are generally 
so small as to be inconsiderable and, although the aggregate is 
large, the extraction of the tax from the buyer is supposed to be 
almost painless. These are the theories underlying sales taxation.
The fruit of the experiment is not ac­
cording to sample or prediction. The 
amounts collected are in almost every 
case less than was expected and the difficulty of collection is out 
of all proportion to the benefit derived. So many problems arise 
in the assessment and collection of sales tax that it seems prob­
able that the scheme will be abandoned. Unless there be a fed­
eral sales-tax law it is impossible to lay a tax upon sales of goods 
to be delivered outside the state in which the sale occurs. This 
means that two contiguous states, each having a sales tax, will 
lose a large portion of the amount to which they would be entitled 
if there were a federal law, because goods purchased in the city of 
New York and delivered in New Jersey and goods purchased in 
New Jersey and delivered in New York both escape this specific 
tax. Then again the expense involved in collection is preposter­
ous. We have before us the record of a company engaged in a 
business in New York whose sales are almost exclusively by mail 
outside the state. The amount of tax collected and turned over 
to the New York authorities is small, but the accounting depart­
ment of the company in question is put to so much difficulty, 
there is such an enormous increase in clerical labor, that for every 
dollar turned over to the government of the city or state the com­
pany collecting the tax expends approximately $5.00 in clerical 
hire. Then, again, there are innumerable small businesses in 
which there is no competent bookkeeping department. Owners 
and managers of these little businesses are confused by the tech­
nicalities of the tax laws and spend sleepless nights trying to find




out whether they should pay this amount or that amount, never 
quite sure that whatever amount they pay may not be contrary to 
the provisions of the law. A further complication is added by the 
fact that goods sold for resale can not be taxed because the sales 
tax is supposed to rest upon the ultimate consumer alone. There 
is grave difficulty in separating goods for resale and goods for im­
mediate consumption. This again involves extensive bookkeep­




Every accountant has probably been 
confronted by problems almost beyond 
solution when advising his clients about 
the proper amounts of tax to be collected. No one can decide 
such points by any rule of thumb, and yet the penalties for an in­
fraction of the law are terrifying. In the last issue of The 
Journal of Accountancy we advocated strenuously the placing 
of an income tax on all incomes however small. During the early 
part of August the finance committee of the senate of the United 
States considered a scheme of taxation which would have reduced 
the exemption of a single person to $800. Such a storm of protest 
arose throughout the country that the plan was abandoned al­
most before it had been announced. Yet this would have been 
a great improvement upon any existing system of taxation. 
Political aspirations were controlling. It would never do in this 
great democracy of ours to take a risk of losing the vote of the 
poorer classes. They must always be kept quite free from the 
burden of taxation in a form which they could recognize as taxa­
tion . It was not a pleasant spectacle to witness this abrupt about- 
face, but the change was not unexpected. No one who under­
stands the exigencies of politics expected that so good a measure 
could ever become law. And in a somewhat similar way the sales 
tax in its various state forms probably will not endure. It is a 
nuisance. Nobody likes it, and in some states at least the politi­
cal future of those who voted for sales taxes is anything but brilliant. 
Probably, therefore, we may expect an early change of sentiment 
in legislatures, and the sales tax will be thrown out because of its 
unpopularity, the difficulty and uncertainty of its collection and 
the comparatively unsatisfactory financial result. It seems a pity 
that a scheme which has so many superficial merits should lack 
the possibility of adequate administration. It serves to demon-
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strate, however, once again that income taxation is the one form 
which can be made to bear proportionately upon all classes of the 
community. As we said in an earlier issue of this magazine, the 
ideal will never be reached, but at least it is something to know, as 
far as one can know, that in a broad assessment of income tax the 
necessary revenues could be provided and everyone would carry 
his share of the load which threatens to overwhelm us.
A Proposal to Reduce 
Monetary Units
The lighthearted and airy indifference 
to ultimate effect with which much pro­
posed legislation is offered is well illus­
trated by the suggestion, said to emanate from the administration 
at Washington, that coins of value less than a cent be minted and 
placed in circulation. The excuse for this proposition was that it 
would take care of the fractions of a cent involved in the payment 
of sales taxes. It was suggested that half cents and mills be pro­
vided for the payment of fractional taxes. At the first casual 
glance there seemed to be no special reason why such a plan 
should not be adopted. It would immensely complicate the 
counting of cash and would bear heavily or at least cumbrously 
upon the pockets of everyone who had cash to carry, but beyond 
that there was little immediate indication of the chaotic condition 
which would result were the suggestion ever accepted. No one who 
made the proposal seems to have taken into account the difficul­
ties which would instantly ensue in all matters of bookkeeping 
and recording. Indeed, if we did not know that the stationers of 
the country had nothing to do with the suggestion one might al­
most believe that they were its originators, because every journal, 
ledger, cashbook or other vehicle of accounts would have to be 
changed entirely and columns would have to be set to take care of 
these various fractions of a cent. All stocks of stationery now in 
hand for the use of bookkeepers would have to be discarded, and 
there would be a rush to procure amended forms which would take 
care of this breaking down of the monetary units of custom. We 
have been shown a copy of a letter addressed by a corporation to 
various members of congress and senators. In the letter some of 
the arguments against fractional currency are so well presented 
that we have asked and obtained permission to reprint the letter. 
The writer says:
“The reference to the possibility of legislation permitting the 
issuance of fractional cent coins is very disturbing to us and
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should be to those businesses that have a large number of small 
transactions and where the overhead, due to billing, bookkeeping 
and other clerical transactions, represents a substantial item in 
the cost of doing business.
“All of our accounting records, from the original order blanks, 
through invoicing, into the bookkeeping and final statements are 
arranged to take two ‘cent’ columns. The injection of a frac­
tional cent column means the preparation of a huge quantity of 
stationery and practically entirely new sets of books. This might 
mean all new files, new cashiers’ equipment, as well as new adding 
and calculating machines. This would be a very serious handicap 
and call for a tremendous expenditure at a time when it can not be 
afforded.
“Where the average transaction today is in three digits, to add 
another digit would be to increase the accounting expense roughly 
33⅓%
“It is stated by some who advocate these small coins that they 
would be just handled around the stores in connection with sales 
tax and no records kept. This sort of a plan we can hardly con­
cur with. In fact, it is inconceivable, because books are balanced 
to eliminate errors, and if we leave out of our picture any amounts 
we would never know whether our books are in balance or other­
wise.
“Particularly at this time, with costs continuing to increase as 
they have been during the last two years, and with superhuman 
efforts being made to prevent any price increases to our customers, 
the continued loading of additional expense creates a very serious 
situation.
“We urge you to and hope that you will oppose any legislation 
which permits the issuance of fractional coins as not being justi­
fied; the little additional help in the case of those states having 
sales taxes is of small moment compared to the huge extra cost to 
nearly everybody in the whole country. Instead of saving money 




It is the experience of many countries 
that when coins of very small value are 
in circulation there is inevitably a con­
dition of insecurity and a prevalence of poverty. There does not 
seem to be any valid reason for this fact, but a fact it is neverthe­
less. In countries where there is great prosperity the use of the 
smaller coins is gradually abandoned. For example, in the 
western part of our own country during the prosperous days it was 
rare indeed to see a cent. The smallest unit of exchange was the 
nickel and in many districts nothing smaller than a dime was to 
be found. In the gold fields of South Africa where there was great
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prosperity, the smallest coin in circulation was the “tickey” or 
three-penny piece. The ordinary penny was minted, but seldom 
seen. On the coast of Africa where prosperity was less superlative 
copper coins were in daily use. Other instances of the same con­
dition could easily be cited. There does not seem to be any law of 
economics which will explain the facts, but perhaps they may be 
interpreted by psychological analysis. Where people have plenty 
of money they do not care to be bothered by little and insignificant 
coins. Where money is scarce every fraction counts. It may be 
argued that America is now in so sorry a plight she must fall back 
upon the expedient of impecunious countries and deal penuri- 
ously with fractions of cents. As has been said many times in the 
last few years, it would be an admirable thing if proponents of 
legislation would stop to think just a little.
We have received from John S. Lloyd, 
secretary of the Montana Association 
of Certified Public Accountants, some 
highly interesting comments upon the nature of letter-heads used 
by professional accountants. The whole subject of what may or 
not appear on a letter-head has often been discussed by pro­
fessional organizations of all sorts. The early inclination to tell 
the world one’s virtues and peculiar abilities has generally given 
place to a conservative and blunt statement of fact. No lawyer 
of standing would adopt a form of letter-head which would meet 
with the adverse criticism of his fellows. No reputable physician 
or surgeon would cry his wares at the top of a letter. And we 
believe that few accountants would fall into similar disgrace. Mr. 
Lloyd, however, quotes one illustration which is worthy of repe­
tition. The letter-head reads: “John Doe and Company, Certi­
fied Public Accountants, New York. Courteous—Competent— 
Confidential Service, Auditing—Accounting—Systematized Book­
keeping, Systems, Federal Taxes—Investigations—Inheritance & 
Estate Tax Investigations—Bank Examinations,” and then at 
the bottom of the letter is printed: “Admitted to practice before 
the Treasury Department by our furnishing proof of character 
and ability.” Mr. Lloyd says:
“ Rather than give way to much provoked feelings, I make the 
suggestion that if this letter-head had been printed or engraved to 
read ‘John Doe & Company, Certified Public Accountants, New 





on the first illustration. One of the principal weaknesses in the 
accounting profession is the desire to ‘strut our stuff,’ forgetting 
that as a profession it is unexcelled, second to none in its 
unique, confidential relationship to the public. The non-certified 
practitioner does not possess the coveted C.P.A. certificate and 
the only means he has of telling folk how good he is comes through 
the channels of ‘spreading it all over his letter-head.’ Possession 
of the C.P.A. certificate automatically gives one a public reputa­
tion, which he very jealously guards and protects. With the use 
of the designation ‘certified public accountant' he protects his 
own reputation and sets up a sign-post to guide the public in the 
selection of a qualified accountant.
“There are some splendid firms of certified public accountants 
which use the term ‘accountants and auditors’ only. This atti­
tude is to be commended because of a sort of unselfish spirit. 
However, if the certified public accountant will state on his letter­
head that he is a certified public accountant, credit organizations 
and those interested will be saved the annoyance of inquiry. If a 
certified public accountant will confine his letter-head to the 
terminology ‘certified public accountant,’ it will indicate that he 
subscribes to proper rules of professional conduct. He should be 
a member of his professional organizations and be admitted to 
practice before our various governmental units. There is no 
purpose served in spreading this information all over a letter-head.
“A letter-head is introductory to a conversation. Think how 
really ridiculous it would be for John Doe to step into the office of 
the executive of a corporation and start his conversation somewhat 
like this—‘ Good morning sir, my name is John Doe, certified pub­
lic accountant of New York. I have been admitted to practice 
before the treasury department and the board of tax appeals; our 
specialty is auditing, accounting, systematized bookkeeping, 
federal taxes, investigations, systems, inheritance and estate-tax 
investigations, bank examinations, cost and budget systems,’ and 
then finish up by quoting his membership in three accounting or­
ganizations. This sort of conversation would be foolish, but not 
any more so than if the same information were spread out on a 
letter-head.
“We can raise the standard of our profession several notches if 
we will all have in mind our approach to the public. This ap­
proach is preeminently through the channels of our letter-head. 
Let’s make the approach a gesture of courtesy, dignity and 
character.”
With all this we most heartily agree, and we doubt exceedingly if 
there be many instances as objectionable as the one which our 
correspondent records. In the rules of professional conduct of 
the American Institute it is provided that “no member or associ­
ate of the Institute shall advertise his or her professional attain­
167
The Journal of Accountancy
An Example of Com­
petitive Bidding
ments or services through the mails, in the public prints, by circu­
lar letters or by any other written word, except that a member or 
an associate may cause to be published in the public prints what is 
technically known as a card. A card is hereby defined as an ad­
vertisement of the name, title (member of American Institute of 
Accountants, C.P.A. or other professional affiliations), class of 
service and address of the advertiser, without any further quali­
fications, words or letters, or in the case of announcement of 
change of address or personnel of firm, the plain statement of the 
fact for the publication of which the announcement purports to be 
made.” This inhibition certainly covers the subject of letter­
heads.
We feel that no apology is necessary for 
returning to the subject of competitive 
bidding for professional work. For 
many years we have made it a constant policy to do everything 
possible to bring an end to this reprehensible and injurious prac­
tice. The thing still persists and at times the prospects seem dis­
couraging. However, there is a ray of hope here and there. We 
have just received a letter from a distinguished member of the 
Institute from which we quote the following important state­
ments after making alterations in amounts to conceal the place 
and the firms involved. Our correspondent says:
“For nearly twenty years we have made the annual audit of 
this city. The cost ranged from $4,000 to $7,000 per annum. 
Last year the authorities decided that they wanted bids for this 
work. As usual, politics entered into the matter and the work 
was awarded to a firm which quoted $2,800. This year the city 
again called for bids. Last evening they were received and 
opened. At the insistence of friends we made the proposition so 
low that it will barely pay the salaries of those employed on the 
engagement. I am giving you this information for one reason 
only, because I want you to know how disastrous this bidding 
business is to the accountants. Fortunately, we can ‘take it,’ 
but if it hadn’t been for some of our friends we certainly would not 
stoop to conquer. I wonder if it should be called conquering or 
losing?
“I do wish that the Institute could do something to educate the 
public, especially in this part of the United States, so that there 
would be no call for bids for municipal or other audits. I have 
recently been advised that a state university called for bids not 
long ago for an annual audit and the accountants of that state 
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refused to bid. They stated that their per diem was $25.00 a 
day for senior accountants and $15.00 a day for junior account­
ants. The authorities of the university should choose the firm or 
person they wished to have undertake the work. This is, to say 
the least, encouraging.”
We should say that it is rather more than encouraging. It is 
another illustration of the strength of cooperative attempts to 
overcome evils. If the accountants of every state would stand 
fast against bidding they could destroy it in a year. We have 
said this many times, but until the accountants as a whole realize 
their strength nothing satisfactory will be accomplished, 
A correspondent takes exception to the 
arguments adduced in these pages last 
July on the subject of unpreparedness of
Time and the 
Candidate
candidates. He feels that the example which was chosen to 
illustrate lack of education should not have been taken from the 
commercial-law paper but rather from the examination in account­
ing. He argues that more failures occur in accounting than in 
either law or auditing, and that the reason for the heavy mortality 
in the accounting examination is a lack of time. He further 
alleges that in one state the board permitted candidates an extra 
hour over the allotted time in accounting. He says, “I doubt if 
the percentage of those passing increased materially. That, 
however, would not prove that time did not enter into it. It was 
like giving a prize fighter a couple more rounds to knock out his 
opponent, after giving everything he had in the first fifteen 
rounds. Speed and endurance are not supposed to be the govern­
ing factors in a C.P.A. examination, but they actually work out 
that way.” This is an old argument and there may be some truth 
in it. On the other hand, whatever the length of time allowed 
there would always be some one who would feel that he could 
have done much better had he been given an additional hour or 
two. We do not know definitely the procedure followed by all 
states in the preparation of examinations, but we do know that 
the examinations prepared by the American Institute of Account­
ants (and these are used in the majority of states) are very care­
fully compared and tested under examination conditions, and it 
is quite a common occurrence to reduce the length of an examina­
tion because one of those who were testing it felt that there was a 
possible shortness of time in which to present a complete answer.
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In other words, the examiners have always before them the ques­
tion of time required by a reasonably competent candidate, and 
they make great efforts never to permit any crowding of too much 
matter within the time limit. The states which do not cooperate 
with the Institute doubtless follow the same fair principle. Our 
correspondent makes other allegations about the examinations 
which seem to reflect personal experience rather than broad con­
sideration of the subject. The whole matter, of course, is as old 
as the hills. Those who succeed are always pleased and those 
who fail have, naturally enough, a grievance. It would be 
ideally perfect if no examinations were necessary and if everyone 
who thought he should be an accountant were really entitled to be 
one. But some must win and some must fail, and, after all, that 
is the stuff of which life is made.
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